
 

 
 
 

30 September 2021         OIAD-97 
 
 
 

 
Dear  
 
Thank you for your email of 04 August 2021 requesting the following under the Official 
Information Act 1982 (the Act): 

Pursuant to the OIA, I request a copy of any paper produced with respect to the the 
following Cabinet minute reference: 

"invited the Minister for Climate Change to report back on progress in increasing and 
improving Crown financial information on climate change commitments and 
measures, by July 2021."  

The Ministry for the Environment has identified six documents in scope of your request, as 
listed in the attached document schedule. Some information within these documents has 
been withheld under the following sections of the Act: 
 

• 9(2)(a) to protect the privacy of natural persons. 
• 9(2)(f)(iv) to maintain the constitutional conventions for the time being which 

protect the confidentiality of advice tendered by Ministers of the Crown and 
officials. 

• 9(2)(g)(i) to maintain the effective conduct of public affairs through the free and 
frank expression of opinions. 

• 18(d) the information requested is or will soon be available. 
 

In terms of section 9(1) of the Act, I am satisfied that, in the circumstances, the withholding 
of this information is not outweighed by other considerations that render it desirable to make 
the information available in the public interest. 
You have the right to seek an investigation and review by the Office of the Ombudsman of 
my decision to withhold information relating to this request, in accordance with section 28(3) 
of the Act. The relevant details can be found on their website at: 
www.ombudsman.parliament.nz.   
 
 

9(2)(a)
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Rele
as

ed
 U

nd
er 

The
 O

ffic
ial

 In
for

mati
on

 Act 
19

82



 

Please note that due to the public interest in our work the Ministry for the Environment 
publishes responses to requests for official information on our OIA responses page shortly 
after the response has been sent.  If you have any queries about this, please feel free to 
contact our Ministerial Services team: ministerials@mfe.govt.nz. 
 
 
Yours sincerely 
 
 
 
Electronically Approved 
 
Alex White 
Team Leader 
Sustainable Finance 
Policy Strategy and Transition Finance 
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[IN-CONFIDENCE] 

[IN-CONFIDENCE] 

Funding and financing the climate transition – updated Cabinet paper 
and timing options to go to Cabinet 
1. The purpose of this briefing is to:

a. highlight key changes to the draft Cabinet paper on ‘funding and financing the
climate transition’ since agencies last shared this with you [2021-B-07900 refers];

b. 

c. provide you with updated timing options for taking this paper to Cabinet.
2. A clean updated version of the draft Cabinet paper is attached. Officials will also sent a ‘track

changes’ version to your office via email.

Key changes to the draft Cabinet paper 

3. In response to your feedback, officials have made the following key changes to the draft
Cabinet paper:

s9(2)(f)(iv)

s9(2)(g)(i)
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[IN-CONFIDENCE] 

c. Or option 3 (delay going to Cabinet) 

Yes/No 

d. Agree to circulate Cabinet paper for consultation 

Yes/No 

e. Provide any further feedback on the Cabinet paper  

Yes/No 

 

 

Signature 
 

 

 
 
Udayan Mukherjee               11 May 2021 
Team Leader, Transitions, Regions and Economic Development 
The Treasury    

Katherine Wilson               11 May 2021 
Director, Climate Change 
Ministry for the Environment         
 
 
 
 
Hon Grant Robertson 
Minister of Finance              Date 
 
 
 
 
Hon James Shaw 
Minister of Climate Change            Date 
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[IN-CONFIDENCE] 

[IN-CONFIDENCE] 

Appendix 1: Updated draft Cabinet paper – funding and financing 
the climate transition

18(d)
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Joint Report: Funding and Financing the Transition 

Date: 2 July 2021 Report No: T2021/1566 

BRF-49 

File Number: SH-10-0 

Action sought 

Action sought Deadline 

Minister of Finance  
(Hon Grant Robertson) 

Indicate your view on the proposals 
in this paper 

None 

Minister of Climate Change 
(Hon James Shaw) 

None 

Contact for telephone discussion (if required) 

Name Position Telephone 1st Contact 

Patrick Kirkham Senior Analyst, The Treasury N/A 

(mob) 
 

Udayan Mukherjee Team Leader, The Treasury N/A 

(mob) 

Alex White Team Leader, Sustainable 
Finance, Ministry for 
Environment  

N/A 
(wk) 

022 012 0060 

(mob) 
 

Katherine Wilson Director, 

Ministry for Environment 

N/A 
(wk) 

021 146 3122 
(mob) 

Minister’s Office actions (if required) 

Return the signed report to the Treasury and the Ministry for the Environment. 

Enclosure: No 

Document 3
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Joint Report: Funding and Financing the Transition – Joint 
Report: Treasury / Ministry for the Environment 

Executive Summary 

Developing a funding and financing strategy is critical to support the Government’s climate 
policy objectives. In June 2021, Cabinet agreed to establish a work programme with the 
objectives of providing adequate, certain and durable sources of public and private finance 
for the climate transition.  
 
This report provides a first tranche of advice on implementing that work programme. The 
report seeks direction on proposals for the following workstreams set out in the June Cabinet 
paper: 

• A method for and use of recycling ETS proceeds 

• An approach to climate change funding through Budget 2022 that is aligned with 
the direction of the public finance modernisation work p ogramme 

• Monitoring progress towards New Zealand’s emissions reduction targets 
including the fiscal risks of our Nationally Determined Contribution (NDC) 

 
We also provide an update on tools for monitoring public expenditure on climate action and 
an update on the financial institutions workstream; this is considering the role an institution 
could play to coordinate investment to make the trans tion as efficient and effective as 
possible. We will report on these workstreams more fully in September 2021. 
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Recommended Action 

We recommend that you: 
 
a note that Cabinet has invited the Minister of Finance and the Minister for Climate 

Change to report back by the end of October to seek decisions on an initial approach to 
funding and financing the climate transition [CBC-21-MIN-0060 refers]; 
 

b note that this Cabinet report-back will align well with the current timeframe for the 
Government’s decisions on its Emissions Reduction Plan (ERP); 

 
 

s9(2)(f)(iv)

9(2)(f)(iv)
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l note that officials understand your objectives regarding the use of ETS proceeds are: 
9(2)(f)(iv)

9(2)(f)(iv)
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[IN-CONFIDENCE] 

 
 
 

 
Udayan Mukherjee 
Team Leader, Treasury 
 
 
 
 

 
Katherine Wilson 
Director, Ministry for the Environment 
 
 
 
 
 
 
Hon Grant Robertson 
Minister of Finance 
 
 
 
 
 
 
 
Hon James Shaw 
Minister of Climate Change 
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Joint Report: Funding and Financing the Transition – Joint 
Report: Treasury / Ministry for the Environment 

Purpose of Report 

1. This report provides initial advice and seeks further steers on several workstreams 
within the Funding and Financing work programme. The report is divided into the 
following sections:  

i. Purpose of Report 

ii. Background 

iii.  

iv. Recycling the proceeds of the ETS 

v. Tools for monitoring public expenditure on climate action  

vi. Vote Climate Change 

vii. Monitoring progress towards New Zealand’s emiss ons reduction targets 

viii. Next steps and implementing the funding and financing workstream 

2. The report focusses on initial decisions required to inform the development of Budget 
2022 strategy, particularly in relation to the high-level design choices in sections iii and 
iv above. Further advice will follow on detailed design choices in these areas. The 
remaining sections provide preliminary thinking and seek any initial feedback from 
Ministers as we develop further work. Officials will come back to Ministers for future 
decisions in these areas in the coming months.  

Background 

3. Cabinet recently considered a paper setting out a range of areas that the Treasury, 
with support from the Ministry of Environment, will progress in a work programme on 
funding and financing our just transition to a low-emissions, resilient economy [CBC-
21-MIN-0060 refers]. 

4. Cabinet noted five inter-related objectives of the work programme: adequacy of 
funding, certainty, durability, private capital mobilisation and alignment [of public 
funding with positive climate outcomes]. 

5. Cabinet also invited the Minister of Finance and Minister of Climate Change to report 
back to the Cabinet Environment, Energy and Climate Committee by 31 October to 
provide options and seek decisions on an initial approach to funding and financing, 
including on: 

i. A method for and use of recycling Emissions Trading Scheme proceeds; 

ii. An approach to climate change funding through Budget 2022 that is aligned with 
the direction of the public finance system modernisation work programme; 

iii. Tools for monitoring public expenditure on climate action; 

s9(2)(f)(iv)
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Recycling the proceeds of the ETS 

Background 

39  Officials have been considering ways to recycle the proceeds from the ETS, including 
through considering an initiative for hypothecation through the Budget 2021 process. 

40. On 6 May 2021 Treasury officials met with the Minister of Finance to discuss initial 
ideas for hypothecation from the ETS [T2021/1005 refers].  

41. In the 2021 Budget speech the Minister of Finance set out the intention, from Budget 
2022 onwards, to hypothecate “the revenue generated from the ETS into emissions 
reduction programmes.”  

42. In its recent advice to government the Climate Change Commission similarly 
recommended that Government develop a plan for the recycling of ETS proceeds.   

s9(2)(f)(iv)
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43. There are different options for ways to hypothecate from the ETS, with choices around 
the funding source to ringfence for certain expenditure and the management of fiscal 
costs from hypothecation.  

44. Hypothecation requires the government to ringfence a certain funding source to fund 
particular expenditure. As that ringfenced funding cannot be used for other purposes all 
hypothecation involves some loss of fiscal flexibility.    

Rationale and objective  

45. 

Which funding source from the ETS to hypothecate? 

46. The fiscal impact of the ETS is complex. Different transactions between government 
and emitters, as well as revaluations of units, have different fiscal impacts. These are 
set out in Annex 2. 

47. 

48  

49. The forecast cash proceeds from the Emissions Trading Scheme are set out in Table 
1. This forecast is highly uncertain because:  

 
1  The policy aims of allocating free units are more complicated and less directly tied to emissions reductions. Similarly, 

the surrender of units occurs when an emitter has lower reductions than it has permits for.  

9(2)(g)(i)
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Tools for monitoring public expenditure on climate action 

Background 

61. In considering public expenditure on climate change there are a number of challenges 
in our monitoring, tracking and assessment of climate related spend. It will be 
increasingly important to address these challenges in future. 

Definition of climate expenditure 

62. As noted in paragraph 15, here is no universally agreed definition of what constitutes 
“climate expenditure” in government. In part this is because there are a number of 
different (and not mutually exclusive) expenditure areas that could be considered 
“climate aligned” for example: 

i. Direct mitigation (e.g. subsidies for electric vehicles) 

ii. Direct adaptation (e.g. the costs of building flood defences) 

iii. Research and development 

iv. Policy and institutional expendi ure (e.g. funding for the Climate Change 
Commission itself) 

v. Measures to address the distributional impacts of climate change (e.g. means 
based grants) 

vi. Measures that facilitate the transition (e.g. initiatives to support skills 
development) 

63. Even within these, however, it is often difficult to definitively label something as “climate 
aligned.” There is not always a clear counterfactual against which to consider the likely 
emissions of a project.4  There is therefore no clear benchmark for something that is 
climate aligned or misaligned, even though there are clear examples of expenditure at 
both ends of this scale. 

64  The current lack of a definition poses a challenge when:  

i. attempting to track government expenditure on climate change; 

ii.  

iii. providing assurance that broader spending isn’t having a detrimental impact on 
our climate targets. 

 
4  For example, a new housing development might be built in a way that has lower emissions associated with it than 

existing housing developments, but the construction and ongoing use of the development would still be associated with 
a substantial level of emissions.  

s9(2)(f)(iv)
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[IN-CONFIDENCE] 

Vote Climate Change 

73. In its final advice to government the Climate Change Commission recommended 
“establishing Vote Climate Change as a specific multi-agency appropriation which 
consolidates existing and future government funding for core climate change mitigation 
and adaptation activities.” It argues that establishing a new Vote would “support the 
scale of response required and make sure action [on climate change] is coordinated.” 

s9(2)(f)(iv)
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74. We understand the aims of this recommendation are to: 

i. Increase transparency and monitoring of climate change expenditure in 
government 

ii. Support coordination of climate change policy across government 

iii. Support the adequacy, scale and durability of funding for climate change 
objectives 

75. These aims strongly align with the objectives for the funding and financing workstream 
set out in the June Cabinet paper.  

Monitoring progress towards New Zealand’s emissions reduction targets 

79. 

s9(2)(f)(iv)
s9(2)(f)(iv)
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95. The CCC has a statutory requirement to annually report on the adequacy of the ERP to 
achieve emissions budgets. These reports are due within three months of the 
Inventory, i.e. in July each year.  

9(2)(f)(iv)
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111. 

 
 
 

9(2)(f)(iv)

Rele
as

ed
 U

nd
er 

The
 O

ffic
ial

 In
for

mati
on

 Act 
19

82



Rele
as

ed
 U

nd
er 

The
 O

ffic
ial

 In
for

mati
on

 Act 
19

82



Rele
as

ed
 U

nd
er 

The
 O

ffic
ial

 In
for

mati
on

 Act 
19

82



Rele
as

ed
 U

nd
er 

The
 O

ffic
ial

 In
for

mati
on

 Act 
19

82



Rele
as

ed
 U

nd
er 

The
 O

ffic
ial

 In
for

mati
on

 Act 
19

82



Rele
as

ed
 U

nd
er 

The
 O

ffic
ial

 In
for

mati
on

 Act 
19

82



Rele
as

ed
 U

nd
er 

The
 O

ffic
ial

 In
for

mati
on

 Act 
19

82



Rele
as

ed
 U

nd
er 

The
 O

ffic
ial

 In
for

mati
on

 Act 
19

82




